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FEATURE 
France: Presidential Candidates Unveil Economic 
Policies 


95P250374 
[FBIS Media Note] 


Summary 


Geatan ap Rs Go epg premiiets caitan, Saas 

three major candidates have recently enunciated their 
economic platforms. Conservative Prime Minister 
Edouard Balladur and his fellow Rally for the Republic 
member, Paris Mayor Jacques Chirac, have both pointed 
to unemployment as their major concern and to its reduc- 
tion as their primary goal. To accomplish this, both men 
advocate reforming taxes and supporting business. 
According to LA TRIBUNE DESFOSSES on 30 Jan- 
uary, however, some of Chirac’s policy statements have 
recently tended to “turn to the Left” as he strives to 
differentiate himself from Balladur, adding more “popu- 
list” proposals to his platform such as raising workers’ 
salaries in exchange for reduced labor costs. Like Chirac, 
Socialist Party presidential candidate Lionel Jospin has 
distanced himself from his party's traditional economic 
policy, for example by refusing to demand that salaries be 
maintained if the work week is shortened. However, he 
still believes in stimulating demand through government 
programs and intervention, an article in the 13 February 
LES ECHOS reported. In its reaction to the candidates’ 
platforms, press commentaries focused more attention on 
frontrunner Balladur, claiming that his program is largely 
unf inanced and noting that lowering taxes and reducing 
deficits may be mutually exclusive. 


Below is a compilation of the economic measures each of 
the three candidates would take if elected president: 


Economic Policy 
Balladur: 


—Wants to continue the austerity policies he has fol- 
lowed during his last two years in office to reduce 
budget deficits. (LE FIGARO 4, 5 February) 


—Wants the budget deficit to be 2 percent of GDP by 
1998 and the social security deficit to be ended in 
1997. (LA TRIBUNE DESFOSSES 19 January) 


—Supports tax reform but would only reduce taxes after 
reducing the deficit. (LE FIGARO 4, 5 February) 


—Would continue a “strong franc” policy to maintain 
monetary stability. (LA TRIBUNE DESFOSSES 19 


January) 


—Would continue to privatize government-owned com- 
panies, but only those which were in the “competi- 
tive” sector, apparently excluding those monopolies 
such as France Telecom which provide a public ser- 
vice. (LES ECHOS 19 January) 
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Chirac: 


—Also wants to reduce deficits but has stated that at the 
same time he would enact “a sweeping tax reform 
which favors entrepreneurial initiative.” (LA TRI- 
BUNE DESFOSSES 6 February) 


—Stated that he believes France is sufficiently rich to 
maintain social benefits. (LA TRIBUNE DESFOSSES 


6 February). 


—Stated that high interest rates, due to the strong franc 
policy, have stifled growth. Believes salaries are too 
low, taxes excessive, and that “pure capitalism no 
longer has a future. All the serious economists are 
looking for another way.” (LA TRIBUNE DES- 
FOSSES 19 January) 


— Wants to pursue any program which would create jobs 
and cost less than unemployment benefits. (LA TRI- 
BUNE DESFOSSES 6 February) 


—Wants to encourage consumption and savings. Any 
reduction in labor costs would be offset with an 
increase in workers’ salaries. (LA TRIBUNE DES- 
FOSSES 6 February) 


Jospin: 


—Would take steps to accelerate growth by increasing 
salaries, public works, and spending on low-income 
public housing. (LES ECHOS 13 February) 


—Would immediately halt any further privatizations. 
Terms “scandalous” the current privatization pro- 
gram followed by the government. However, would 
not renationalize those companies already privatized. 
(LA TRIBUNE DESFOSSES 15 February) 


EMU 


Balladur: Has said that he believes Economic and Mon- 
etary Union (EMU) with other EU nations should be 
realized by 1997 “if possible.” (LES ECHOS 13 Feb- 


ruary) 


Chirac: Supports EMU but maintains that it is more 
important to meet the criteria for union since none of the 
EU member states now does. (LES ECHOS 13 February) 


Jospin: Supports EMU but wants a modification of the 
convergence criteria in order to introduce social criteria, 
such as worker benefits, into the union. (LES ECHOS 13 
February) 


Agriculture 
Balladur: 


—Would not change current support policies. Observes 
that the Modernization Law his administration 
enacted is a “great advance” for farmers, estimating it 
will bring 15 billion francs of supplementary budget 
support to them over five years. Stated that EMU 
“will shelter our food industry from the effects of 
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2 ECONOMIC REVIEW 
erratic and nefarious currency fluctuations.” (LA TRI- 
PUNE DESFOSSES 26 January) 

Chirac: 


——Believes Balladur has not gone far enough to adapt 
French agriculture to the new international environ- 
ment. Would follow an aggressive agricultural policy 
to end the current subsidy system and align domestic 
prices with world prices by “sharply” lowering 
farmers’ taxes and social so that they can 
lower their prices. (LA TRIBUNE DESFOSSES 26 
January) 


—Does not believe EMU will sufficiently protect 
industry from currency fluctuations. Stated that “first 
the domination of the dollar on the world markets 
must end.” (LA TRIBUNE DESFOSSES 30 January) 


—Wants the Central and East European countries to 
become “associated” with the EU “as soon as possi- 
ble”’ so that they will be subjected to the constraints of 
the Common Agriculture Policy and not be unreliable 
partners during the transition to become full members 
of the EU. (LA TRIBUNE DESFOSSES 26 January) 


Unemployment 


Balladur: Wants to reduce the number of unemployed by 
1 million workers over the next five years. His plans 
include: 


—Labor Costs: Reduce the contributions required of 
companies for health benefits by 4,000 francs a year, 
initially for those who make 1.2 times the minimum 
wage, progressively extending the reduction to all 
workers depending on the state of the economy. For a 
minimum wage worker, reduce the employer's costs 
for medical benefits from 12.8 percent to 6.8 percent. 
The total cost of labor for minimum wage workers 
would be reduced by 10 percent. These two measures 
would create 500,000 jobs, according to Balladur. 


—Youth Employment: Offer every person under 20 
either a training course, education, or a job. 


—Hard-Core Unemployed: Exempt employers who hire 
the long-term unemployed from social security tax 
obligations for these workers. Additionally, give 
employers a monthly stipend for each such worker. 
Balladur’s goal is to put 200,000 hard-core unem- 
ployed to work over the next five years. 


—Part-Time Work: Increase the percentage of workers 
in this category from 14 percent to 25 percent of the 
work force. Include in this effort civil servants, only 10 
percent of whom are part-time workers. 


—New Jobs: Further promote service jobs by extending 
the “check- service” program, which reduces the 
burden on employers of hiring household help, to 
extend beyond the current limit which requires such 
workers to work less than an eight-hour week. 
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—Job Retraining: Give workers the right to training for 
a maximum period of three years, allowing them to 
change jobs or to increase their current job skills. To 
finance this, the retirement fund would pay the cost of 
salaries during these training years on the condition 
that the worker will then compensate the cost of his 
own annuities or retire at a later date. Companies 
would be allowed to substitute financing the training 
through their own methods. (LE FIGARO 14 Feb- 


ruary) 


Chirac: Also has unemployment as his major goal. His 
plans are to (LA TRIBUNE DESFOSSES 6 February): 


—Labor Costs, Unemployment: Reduce employer costs, 
eventually transferring part of this burden to the 
central government. Reduce the labor cost for the 
hard-core unemployed by exempting employers from 
social charges on workers they hire from this category. 
Employers would be exempt for two years and would 
receive an additional Fr2,000 stipend each month for 
each new hire. Offer all young people the right to paid 
training in a company. The cost would be paid by the 
government. 


Jospin: According to an article in LES ECHOS, Jospin is 
“elusive” on the subject of unemployment. However, he 
has stated that he would: 


—Unemployment: Reduce the work week. Would not 
insist that salaries not be reduced at the same time, as 
the Socialist Party advocates. Give those under 20 
either a job or training, noting that “the right to work 
is inscribed in the French Constitution.” His goal is 
for every youth to have a job. (LES ECHOS 13 
February) 


Taxes 


Balladur: Has promised tax reduction but only after 
reducing deficits. For this reason, he does not exclude 
temporary increases in taxes, particularly increasing the 
General Social Tax (CSG). (LES ECHOS 13 February) 
Claims that his three objectives for taxation are “sim- 
plicity, efficacy, and fairness,” and that taxation should 
follow the formula: “equal revenue, equa! taxes.” To 
make taxation fairer, Balladur intends to examine tax 
exemptions and reduce taxes for some categories of 
taxpayers. His program targets | 16 categories of exemp- 
tions currently inscribed in the tax code. Furthermore, 
Balladur would: 


—Income Taxes: Simplify and reduce tax base calcula- 
tions, reviewing all exemptions and deductions, of 
which there are some | 20 categories now. Claimed this 
must be a zero-sum game for the budget, with no gains 
to government revenue. By enlarging the tax base, the 
marginal tax rate on the highest incomes could be 
lowered from 56.8 percent to less than 50 percent. (LE 
FIGARO 4, 5 February) 


—Local Taxes: Reform the tax base for dwelling and 
property taxes. The government has already begun 
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such a reform but the National Assembly will have to 
decide on how to apply the reform after the elections. 
(LES ECHOS 14 February) 


—Also reduce property sales tax (from 7 percent average 
to 5 percent maximum) on purchasing princip’ ’ resi- 
dences. Balladur has assured those local gover nents 
which fear losing income that the changes will be 
phased in. (LES ECHOS 14 February). 

—Professional Taxes: Reduce the high rate differential 
found among the regions, now anywhere fror. to 10 
percent. However, Balladur has refused the idea of a 
single tax for companies throughout France, stating 
that he wants tc keep a link between the local govern- 
ments and the companies within their region. (LES 
ECHOS 14 February) 

—Small Business: Provide tax incentives to individuals 
who invest in small businesses by exempting them 
from capital gains taxes on companies no. quoted on 
the stock exchange. (LES ECHOS 14 February) 


—Estate taxes: Reduce inheritance taxes. Balladur 
believes small estates, those under Fr500,000 in vaiue, 
are too heavily taxed in France (LE FIGARO 4, 5 
February). Taxes, for example, on a Fr5O00,000 estate 
would be Fr28,000 in France, Fr6,000 in Great 
Britain, and none in Germany (LA TRIBUNE DES- 
FOSSES 6 February). 


—Personal Inheritance Tax Exemption: Increase per- 
sonal exemptions for direct descendants. (LA TRI- 
BUNE DESFOSSES 14 February) 


Chirac: Chirac has stated that he wants to encourage a 
system which rewards work rather than speculation and 
do so through tax reform, providing incentives for 
investment and entrepreneurship. He would (LE 
FIGARO 17 January): 


—Enact a “sweeping” tax reform to encourage savings, 
lower the marginal tax rate on revenue, reduce 
breaks for transferring ownership of companies. (LE 
FIGARO 17 January) 


—Provide tax incentives for venture capital and invest- 
ment funds. (LE FIGARO 17 January) 


—Establish tax-sheltered retirement funds on “a priority 


basis.” (LE FIGARO 17 January) 


—Estate Taxes, Professional Taxes: Reform the tax 
system for these categories. (LES ECHOS 10, 11 
February) 


Jespin: Jospin wants to use taxes to redistribute wealth, 


suggesting a tax be imposed on the speculative move- 
ments of capital. Wants to “rebalance” taxation of 
capital and labor. (LES ECHOS 13 February) 


Press Commentary 


Most press commentary focused on frontrunner Balla- 
dur’s program. An article in the 16 February daily 
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Economy Minister have stated that the program is “per- 
fectly doable,” to the extent that the government is now 
debating when to announce the “revolution.” 


A commentary in LA TRIBUNE DESFOSSES on 14 


taxes may be the tradeoff. Balladur’s program of 
reducing labor costs will be phased in over time. How- 
ever, when his increases in health benefits costs are 
included, these two measures alone will add up to Fr100 
billion and represent a transfer of money to companies 
of about Fr30 billion just this year, of which only Fri7 
billion are budgeted. Moreover, Balladur has announced 
other measures which will increase government spending 
or reduce its revenues, such as the reduction of property 
transfer taxes and inheritance taxes. The commentary 
added that to rely on economic growth to pay for this 
additional spending is also risky. The French Organiza- 
tion of Economic Studies (OFCE) has determined that 
even a strong growth of 3.5 percent in 1995 would not 
reduce the budget deficit to less than 4.9 percent this 
year and 4.3 percent in 1996 and this only if government 
spending was sharply reduced. Furthermore, a massive 
transfer from the government to companies is not certain 
to alleviate unemployment. The French National 
Employer's Federation (CNPF) has stated that lower 
labor costs do not “directly” create jobs. The commen- 
tary concluded that currently no economic simulation 
study has confirmed Balladur’s statement that Fr100 
billion in spending would create 500,000 jobs. 


A commentary in the 19 January LES ECHOS also noted 
that Balladur has not said how he would pay for his 
programs and that he “at least implicitly” has decided 
not to raise CSG taxes to pay for Social Security deficits. 
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The commentary questioned whether labor costs could 
be reduced without raising taxes, and if taxes were 
lowered, whether France could then reduce its budget 
deficit to 3 percent of GDP to fulfill Maastricht 1 reaty 
criteria. Moreover, while Balladur may be counti1g on 
economic growth to reduce Social Security deficits, the 
article pointed out that GDP growth does not guarantee 
that salaries will grow apace and that it is from salary 
growth that increased revenue for social spending must 
be found. It concluded that for Balladur, the question is 
less knowing whether taxes should be raised than to 
explain the reasons why. 


Nordic Countries: St. Petersburg Attracts Finnish, 
Swedish Business 
95P20537B 


{[FBIS Media Note] The geographical proximity of St. 
Petersburg to Sweden and Finland explains why this city 
has acted as a magnet for public and private investment 
from the two Nordic countries, according to an article in 
the Helsinki HUFVUDSTADSBLADET. Government 
aid began flowing even before the breakup of the Soviet 
Union, and has been especially targeted on infrastruc- 
ture and trainirg projects. Businesses have found this 
market of some 5 million people an eager consumer of 
high-quality consumer goods, foods, and services, and 
have invested in a large number of joint ventures 
exploiting Russia's cheap labor costs. The recent entry of 
Finland and Sweden into the EU is expected to greatly 
increase trade and spur St. Petersburg’s development. 


The article examined how Finnish companies have dom- 
inated other Western competitors in northwest Russia, 
the region of the country “expected within a few years to 
become the most economically dynamic.” In addition to 
long experience in arranging large, centralized barter 
deals with Moscow, Finland derives benefit from the fact 
that its border is only 120 miles from St. Petersburg. For 
years, Finnish ports and railways have handled goods 
going to and from Russia, helping to alleviate that 
country’s overburdened facilities. More recently, while 
businessmen from many European countries have 
reacted with alarm to the Russian military conflict in 
Chechnya, even putting projects on hold, the article's 
author claimed that Finnish businessmen expressed little 
concern to him. 


In the nearby border area, Finns are engaged in some 95 
projects to clean up the environment, improve water- 
ways—minly the Saima Canal—and repair roads. Finns 
now have 500 companies officially registered to do 
business in the area; over 200 of these are currently 
operating. Finns currently dominate in the retail and 
consumer goods sectors. Stockman’s, Helsinki's largest 
department store, has moved up groundbreaking for a 
building in downtown St. Petersburg, which will dwarf 
its small branch store in Moscow, and Neste, Finland's 
state-owned oil refiner and retailer, has become the 
largest seller of fuel in the St. Petersburg area. Finnish 
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construction companies have more projects under way 
in the area thar foreign competitors combined. 


Looking to the future, Finland is playing a leading role in 
the recently announced European Bank for Reconstruc- 
tion and Development (EBRD) program to restructure 
Russia's large-scale industries, improve banking ser- 
vices, and develop capital markets. The governmrated 
Finntund and the private Kansallisbank are both con- 
tributing a substantial portion of the $7.5 million 


pledged by Finland. 


While at first most projects were large scale—a holdover 
from clearing-trade practices under the Soviets—current 
projects more often involve small and medium-sized 
companies, in many instances new companies created 
expressly to take advantage of specific opportunities 
offered in the expanding regional trade. For many of 
these companies, involvement in Russia is the first step 
toward truly internationalizing their business. 

Comparing Swedish and Finnish business activity in St. 
Petersburg, an article in Stockholm VECKANS 
AFFARER found the Sweoes lagging far behind. Never- 
theless, Sweden's business dealings with the area had 
grown substantially, reaching a value of “at least | 
billion kronor, or 25-30 percent of all Russian trade” 
with Sweden. The head of the Swedish Export Council's 
new office in St. Petersburg suggested that Swedish 
companies might do well to try first to link up with a 
Finnish company already on the scene, noting that his 
group is trying to cooperate with the Finnish Export 
Council to increase trade. (Helsinki HUFVUDSTADS- 
BLADET in Swedish 21 Jan 95 p 10; Stockholm VEC- 
KANS AFFARER in Swedish 23 Jan 95 p 26) 


FRANCE 


Copyright Laws Still Ambiguous 
9S5SP20538A 


[FBIS Media Note] Despite new decrees issued in Jan- 
uary to clarify the application of France's 1992 copyright 
law, these laws are still ambiguous on certain points, 
according to an article in LES ECHOS. The law souught 
to extend copyright obligations to new documents to 
take into account new technologies. Some of the January 
application decrees cover software packages, databases, 
expert systems, multimedia documents, video produced 
on photochemical media, video produced other than on 
photochemical media, printed documents, graphics, and 
photocopies. Others “establish a list of libraries where 
copyright registrations are deposited”. Another details 
“the methods and conditions of copyright regulations 
and technical standards for copyright regulations at the 
National Audiovisula Institute.” 

Left unclear, however, is what software will be copy- 
righted since these application decrees make a distinc- 
tion between “representative and nonrepresentative” 
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software. The decrees only cover software called “repre- 
sentative software packages which are for public use and 
distributed on a support medium.” Left out are any 
“nonrepresentative” software packages, software pack- 
ages not for public use, and software accessed online. 
Moreover, the definition of what is “representative” is 
not defined anywhere—cither by the original 1992 copy- 
right law or by its subsequent December | 993 statutory 
decree. The recent application decrees are also unclear 
on copyrighting new versions of copyrighted software 
packages and on copyrighting sources of software pack- 
ages. The decrees only foresee copyrighting “support 
media” which is “facilitating public use.” (Paris LES 
ECHOS in French 14 Feb 94 p 27) 


Advances in Pension Fund Financing Made 
95P20538B 


[FBIS Media Note] For the first time in France, a service 
industry will establish a defined-contribution pension 
fund, according to an article in LE POINT. The fund will 
be administered by the insurance industry, which con- 
siders it a victory over the banking industry, both of 
which vied for the right to administer the large funds 
these new pension systems will generate as they spread 
throughout the country. The article reports that the 
French Federation of Insurance Companies (FFSA) and 
the Mutual Insurance Companies Group (GEMA) have 
signed an agreement with their trade unions—with the 
exception of the General Confederation of Labor (CGT) 
and the Workers’ Force (FO)—to set up such a plan. 
FFSA and GEMA's wish is to solve their pension fund 
financing problem, one which has been increasing in 
France as declining worker/retiree ratios have made the 
current system untenable. The current system, a defined- 
benefit plan where one generation pays for another and 
benefits are determined in advance, no longer has 
enough young workers to psy for the older generation. 
Consequently, the current plan has to be supplemented 
by a defined contribution plan, where workers con- 
tribute to pay for their own retirement and their benefits 
are determined by the amount contributed. In the past, 
trade unions objected to such “individualistic” mea- 
sures, fearing that the second system would replace the 
first. Their present agreement shows they are now aware 
of the advantages such a system can generate. 


Finance Minister Edmond Alphandery, who has long 
wished to update pension funds, expressed satisfaction 
with the agreement. While similar pension fund 
financing formulas are already in use in a few large 
companies such as the oil company Total, this is the first 
time a service industry has adopted the two-tier pension 
fund system. it will be put in place as early as | January 
1996 and will be administered by an outside professional 
in the insurance industry. It will require the ernployer to 
contribute on average one percent of salary for each 
employee but with the freedom to put in a little more fon 
low salaries and a little less for the higher ones. Workers’ 
contributions are still under discussion, but it is hoped 
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that their share will also be | percent of pay. (Paris LE 
POINT in French 11 Feb 95 p 20) 


New ELF Management Viewed 
95P20538C 


[FBIS Media Note] The banking skills of Philippe Jaffre, 
the new president of the Elf oil company that was 
privatized a year ago, are heiping him to manage 
France’s largest firm, whose 1994 sales amounted to 210 
billion francs (Fr), according to an article in LE POFNT. 


field. Finally, he has imposed an austerity program on 
his company. Spending, which amounted to Fr1.8 billion 
in 1992, will decrease to Fri billion in 1995, personnel 
was downsized, the advertising budget cut, and travel 
allowances reduced.. While Jaffre’s initiatives have not 
affected the y's core business, risks are now 
“better distributed.” However, Jaffre has yet to develop 
a growth strategy since Elf's debt remains high, close to 
48 percent of its own capital. (Paris LE POINT in French 
4 Feb 95 p 21) 


GREECE 


Skaramangas Shipyards Privatization Hits Snag 
9SP20539A 


[FBIS Media Note] Trade unions and several Panhel- 
lenic Socialist Movement (PASOK) ministers have con- 
tested the privatization of the Skaramangas shipyard, 
according to an article in the 29 January Athens weekly 
TO VIMA TIS KIRIAKIS. However, Industry Minister 
Kostas Simitis, the PASOK minister who promoted the 
privatization, stated that the privatization will take place 
if purchase offers, which must be submitted 20 March, 
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yard’s facilities and the preservation of the present 3,100 
jobs. The article quoted “reliable” sources as stating that 
the Ministry of Industry has mainly been contacted by 
foreign investors willing to make significant investments 
in conjunction with Greek companies. Simitis reportedly 
secured Prime Minister Andreas Papandreou’s go-ahead 
for the privatization by promising that the only purchase 
offers that will be considered will be those from “repu- 
table and trustworthy” sources. 


An article in the 8 February Athens daily TA NEA 
decried the decision to privatize the Skaramangas ship- 
yard and ignore the opposition of trade unions. The sale 
of 51 percent to 100 percent of the shares of the largest 
shipyard in Greece and the eastern Mediterranean gives 
rise to questions about the goals of the government. 
Trade unions stress that: 


—An EU directive allows member states to keep one 
shipyard under government control for “national rea- 
sons.” 


—The Skaramangas shipyard earns the country about 
$500 million in foreign exchange yearly. 


—The shipyard possesses the resources and experience 
to build warships and can show a profit. 


—It has strategic importance and can provide drydocks 
for 100,000- ton ships. 


—Privatization does not ensure the shipyard’s continued 
operation, and actually grants prospective priveie 
owners, after an initial 10-year period, the right to 
dispose of the large grounds on which it stands as they 


see fit. 


—The selling pro css is taking place without proper 
pricing policies. The shipyard is appraised at over 70 
billion drachmas. (Athens TO VIMA TIS KIRIAKIS in 
Greek 29 Jan 95 p D9; TA NEA in Greek 8 Feb 95 p 6) 


Changes in Agriculture Forecast 
95P20539B 


[FBIS Media Note] “Revolutionary” changes will occur 
in agriculture as a result of the reform in the Common 
Agricultural Policy (CAP), according to an article in TO 
IMIS TIS KIRIAKIS. An investigative report from the 
Industry Ministry concluded that the present decline in 
the farm population will accelerate. On the basis of 1990 
figures, the farm population will have declined by 46 
percent by the year 2010, when approximatc’y 250,000 
individuals now engaged in agricultural work will have 
to be absorbed by other industries. The report also 
estimated that in 10 years the agricultural industry will 
only employ 550,000 individuals. 


The report concluded that Greek agriculture will be 
unable to withstand competition from other EU member 
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{[FBIS Media Note] On 27 January the Milan-based 
Pirelli company formed a joint venture between its cable 
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cables and cables to be used in the energy field. Pirelli 
will control 30 percent of the joint company and Malay- 
sian Fiesources 70 percent. 


This contract represents Pirelli’s second investment in Asia 
since December 1994, when it formed a joint venture in 


during the next few months. (Milan IL SOLE-24 ORE in 
Italian 28 Jan 95 p 23) 


PORTUGAL 


Government Says Privatization on Track 
9SP20541A 


{[FBIS Media Note] According to state secretary for 
finance Esteves de Cardoso, the country’s political wran- 
gling over chosing a new prime minister will not change 
the timetable for this year's privatization process, which 
should be concluded by the end of June 1995, or sooner. 
The government hopes to carry out the privatization of 
10 companies this year, for a total amount of 190 million 
contos. The first stage of the privatization of the Portugal 
Telecom company is slated to start at the beginning of 
May, with shares to be made available on the Portuguese 
market, as well as in the United States, Europe, and 
eventually Asia. Este<s de Cardoso denied that labor 
conflicts in the company could affect the privatization 
process. He also stated that the privatization of the 

TAP airline will be carried out in 1997 or 
1998 through increased czpitalization to promote the 


participation of “strategic” (Lisbon DIARIO 
DE NOTICIAS in Portuguese 29 Jan 95 p 4) 
SWEDEN 


Importers Look to Africa as New Textile Source 
9SP20543A 


{[FBIS Media Note] Swedish textile importers, whose 
imports from Asia are now curtailed by EU quotas, are 
looking for new exporters. Imports are now expected to 
come from countries that are members of the Lome 
Convention, a customs union between the EU and many 
underdeveloped countries. A delegation of the Sweden's 
largest textile importers visited Zimbabwe recently to see 


TURKEY 
Incentive Policy Revised To Conform to EU, 
GATT 
95P20542A 


liras after paying off the plan's accumulated pas; deficits. 
Effective use of this amount will be accompiy:ted by a 
strict review of incentive applications, by leasing govern- 


Saygilioglu said, will be adminictered 
through the Turkish Union of Chambers and Exchanges, 
the Unions of Exporters, and state-owned banks to speed 
up the process and reduce red tape. He described other 
changes in the incentive system as follows: 
—AIndustry-specific incentives will be dropped, allowing 

the free market to work and investors to choose their 
own industries. 

—Geographical incentives will be established to shift 
development to specific regions. No incentives will be 
offered for investment in Istanbul, Ankara, Izmir, 
Kocaeli, Adana, or Bursa except for advanced tech- 
nology investments, modernization of existing facili- 
ties, and research and development in connection with 
technology investments. 

—Old “priority development zones”--provinces for- 
merly targeted for incentives—will be phased out an. 
replaced by an “industrial belt” concept to encourage 
industrial parks. Doing so will eliminate offering 
incentives to provinces lacking the infrastructure 
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needed for investment. Capacity utilization at existing 
organized industrial regions is now hovering around 
30-40 percent, and the “industrial belt” incentive is 
designed to improve this figure. 

—Exports targeting European markets will be en >wr- 


—Smail and medium-sized business 1s included in the 
incentive package and will be supported with both 
grants and credit facilities. 

—Incentives wiil be offered for environment-related 
investments in the organized industrial regions and to 
clean up industries creating pollu’ >» in the large 
cities. These incentives will also include both grants 
and low-cost loans. 


—Local resources and skills—such as mining, animal 
husbandry, and rug making—will be offered incen- 
tives to create jobs. These will be provided to orga- 
nized foundations, associations, and cooperatives 
rather than to individual producers. (Istanbul CAP- 
ITAL in Turkish Jan 95 pp 84-86) 


Azerbaijan Ambassador Pleads for Turkish 
Investment 


9SP20542B 


[FBIS Media Note] Azerbaijan's Ankara Ambassador 
Mehmet Nevruzoglu stated in an interview that Azerba- 
ijan wants direct Turkish investment, not just the “Chi- 
clet trade.” Turkish businessmen should come to Baku, 
he claimed, to establish a business, build a hotel, bring in 
capital, or bring in technology, noi just bring a carload of 
margarine or chewing gum, sell them, and go back to 
Turkey. He said that oil is “squirting out everywhere in 
the country” and that Azerbaijan would prefer having 
Turkey exploit it than anyone else. He was careful to 
note, however, that if Turkey does not, there are many 
other countries waiting to do so. He suggested that 
Turkish businessmen borrow money from the West, 
“obtain the best technology,” and invest in large busi- 
nesses. “An Englishman comes and cannot understand 
the language; a Turk comes and that problem is solved,” 
he said. 


Nevruzoglu spoke of the “abundance” in Turkey and 
said that even though Turkey is having economic diffi- 
culties, the country’s frec market system is a moc? for 
Azerbaijan, which believes that if Turkey can succeed at 
it Azerbaijan can also. noting that it is part of the 
Turkish world and has a similar language, history, and 
culture. He emphasized that there is technology in the 
West and significant energy s<sources in the “Turkish 
world, Central Asia, Azerbaijan” and that capital should 
flow from the West to this world so thai energy can flow 
back to the West. He said that with thoughtful, smart 
investment, the ancient Silk Road will become a modern 
mo | Road. (Istanbul CAPITAL in Turkish Jan 95 pp 
50-53) 


ECONOMIC REVIEW 


PROJECTS, CONTRACTS 


Concessions in 
OS P 205444 


{[FBIS Media Note] Latin America has become the 
battleground for the water utility industry and Argentina 
has attracted three of France's largest water companies 
to vie for its distribution concession. Lyonnaise des 
Eaux-Dumez., Generale des Eaux, and Saur—a subsid- 
iary of Bouygues—have ali bid on the concession for the 
province of Cordoba. Argentina's provinces, greatly in 
debt. are privatizing their water distribution networks 
and Cordoba represents not only a large investment but 
a window of opportunity on the rest of Latin America, 
accontize to an article in LA TRIBUNE DESFOSSES. 
For the “ordoba contract, Lyonnaise has allied itself 
with Aus de Barcelona and five Argentine groups. 
Gener! eo favs ‘as linked up with Britain's Thames 
Water and ‘-geni:« Roggio. Saur ts teaming with two 
Argentine ¢:.irames. A fourth bid has been made by the 
British company North Umbrian. The investment will 
reach $300 million over 30 years. The choice of the 
consoruum will depend on the price of the water, the 
amount of usage fees collected by the province, and the 
proportion of employees which will be transferred into 
other administrations, according to Juan Arturo Alippi, 
undersecretary for public works for the province. (Paris 
LA TRIBUNE DESFOSSES in French 13 Feb 95 p 15) 


France: Water Utility Companies Vie For 
Argentina 


France: Rhone-Poulenc Subsidiary Wins Waste 
Disposal Contract 
9SP20544B 


[FBIS Media Note] The Picardie Association for Envi- 
ronment and Business (AEEP) has announced that it has 
chosen a subsidiary of Rhone-Poulenc, the Teris com- 
pany, to build the future industrial waste incinerator 
which will be built in Ribecourt Dreslincourt (Oise) by 
1997. The investment will amount to 300 million francs 
(Fr) of which 50 percent will be financed by a loan from 
the Seine-Normandie Bassin agency. To develop the site, 
Teris will create a subsidiary, SER!, which will be owned 
in part by members of AEEP (BASF, Hoescht. Akso, and 
others). AEEP president, Jean-Pierre Leciere, stated that 
Teris was chosed because it offers “great technology 
guarantees.” (Paris LES ECHOS in French 10, 11 Feb 95 


plz 


France: Bouygues To Build Metro in Australia 
9S P20544C 


{[FBIS Media Note] A contract worth 2.5 billion francs 
(Fr) to build the new line for the Sydney, Australia 
subway was awarded to Bouyges, an associate of the 
Australian group Transfield. The company also received 
a 30-year concession to operate it. The line, almost 
entirely underground, will be 10 kms long and will link 
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million, or 3.2 billion drachmas, will become operational 
in mid-1996. The Greek Telecommunications Organiza- 
tion (OTE) will invest 1.2 billion drachmas in the project 





ECONOMIC REVIEW 9 


and hold 38.5 percent of the voting rights. (Athens I 
KATHIMERINI in Greek 8 Feb 95 p 23) 


Greece: Opportunities in Agriculture 
9SP20S44E 


[FBIS Media Note] According to an article in TO VIMA 
TIS KIRIAKIS, Greece's agriculture industry will need 
new technology to help irrigate its fields as water short- 
ages occur there in the future. Additionally, the article 
notes that herbicide and pesticide use will increase in the 
feture, putting a strain on the country’s own production 
of these products. The article also notes that the need for 
new tractors will also increase. (4thens TO VIMA TIS 
KIRIAKIS in Greek 5 Feb 95 p E3) 


Italy: I Wins Coal Terminal 
taly: Italimpianti Shanghai 


9SP20544F 


{[FBIS Media Note] Italimpianti, an engineering company 
belonging to the Italian state-owned conglomerate Insti- 
tute for Industrial Reconstruction [IRI], was awarded the 
contract to build a nevy coal shipment terminal at Shanghai 
port. The contract is worth over $20 million and will 
receive World Bank funding. Italimpianti wil! create a 
consortium with the China Harbour Engineering Com- 
pany to provide four storage plants, two loading machines, 
a conveyer system, and a loading station for overiand 
transport. The termina! will handle 10 million tons of coal 
a year and will be equipped with the latest environmental 
technology. (Rome ANSAMAIL Database in English 1320 
GMT 16 Feb 95) 
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